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Cohen reported to the Vice Pres-

ident Feb. 18 on DoD's progress

toward achieving Year 2000 Ac-

quisition Goals. The report, third
in a series of six semiannual reports,
was written in plain language to pro-
vide the American public a clear pic-
ture of progress in reinventing Defense
Acquisition.

In his third report, Cohen outlined the
Department's three-year goals, actions
taken, and progress to date. The three-
year goals were founded on the objec-
tives of Delivering Great Service, Foster-
ing Partnership, and Internal Reinvention
that the Administration set forth in the
Blair House Papers. Cohen's report re-
flected a Department that is moving for-
ward.

"As we stand now, at the mid-point of
our efforts to attain our Year 2000
Goals, I am pleased to report that the
Department has already met, or met
and surpassed, nine of its 16 goals. The
majority of the remaining goals are
ahead of schedule and are expected to
exceed the performance set in the orig-
inal goals."

This excerpt from the report presents
only the three-year goals and actions
taken. To read about how DoD mea-
sured its progress to date, download
the entire report at http://www.acq.
osd.mil/ar/vpreport8-99/mainmenu.
htm.

Delivering Great Service

We are becoming a world-class service
provider! We are delivering weapons
quicker than before. We are supplying
our warfighters and peacekeepers bet-
ter, cheaper, and faster. We are cutting
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bureaucratic red tape by using Govern-
ment Purchase Cards for small pur-
chases. And we are enhancing our skills
by providing our DoD acquisition-re-
lated workforce knowledge, tools, and
techniques through continuing educa-
ton.

New Weapons in Less Time

OUR THREE-YEAR GOAl
Deliver new major defense systems to the
users in 25 percent less time.

Agency

In the past, we were more concerned
with focusing on performance than
about how long it took to field systems.
During the Cold War era, the threat en-
vironment was stable and predictable,
and thus program schedule received
much less emphasis than system cost
and performance.

We must buy our systems faster and field
them sooner. The Cold War is over, and



the threat environment is now unstable
and constantly changing Therefore, we
need to be more flexible and responsive
in meeting the needs of our warfighters
by fielding new systems in much less
time. We expect that shorter cycle time
will reduce cost growth and accelerate
our modernization efforts.

Our goal is to reduce the cycle time of
new programs (i.e., the time between
starting a new program and achieving
initial delivery) by 25 percent. That
means the average cycle time of new pro-
grams, which started since 1992, will be
less than 99 months by the end of the
year 2000 —a 25-percent reduction from
the recent historical average of 132
months.*

*Based on average cycle time of currently
active programs started prior to 1992.

TAKING ACTION

Since 1992, we have employed acqui-
sition reform, such as the use of com-
mercial items and the latest computer
technologies in the design, manufac-
turing, and management of our pro-
grams.

They have helped us in reducing cycle
time, but we plan to do much more in
order to reduce cycle time by at least 25
percent. Therefore, we will:

« use shorter cycle time as a planning
constraint in structuring new pro-
grams;

- strictly enforce shorter cycle time in
approving new programs; and

+ closely monitor programs in the
process of acquiring, programming,
and budgeting to limit cycle time
growth.

In addition, we are changing the way we
manage our programs to achieve shorter
cycle time. Specifically, we are empha-
sizing the urgency of near-time require-
ments and the availability of proven tech-
nologies as key criteria in authorizing
new programs. This means that we can
now satisfy warfighter needs incremen-
tally —by infusing new technologies as
they become available with each subse-
quent delivery.

With our focus on
improving asset
visibility, we are
providing direct
access to timely,

accurate
information on the
status, location,
and movement of
units, personnel,
equipment, and
supplies.

Better Logistics Supply Services
OUR THREE-YEAR GOAI

To achieve visibility of 90 percent of DoD
materiel assets while resupplying mili-
tary peacekeepers and warfighters and
reducing average order-to-receipt time
by 50 percent.

Our primary job is to supply our cus-
tomer — the warfighters —with the prod-
ucts they need, when they need them.
Today, this job is not being done as ef-
fectively as world-class companies, which
respond far more quickly to customer
orders than we do.

TAKING ACTION

Better Logistic Supply Services are first
and foremost about gathering and using
information about our inventories far
more effectively than before. To this end,
we will integrate our existing informa-
tion systems better and build new in-
formation systems when necessary.

With our focus on improving asset vis-
ibility, we are providing direct access to

timely, accurate information on the sta-
tus, location, and movement of units,
personnel, equipment, and supplies. By
November 2000, we will also have the
ability to redistribute inventories on time
to where they are needed most.

We will also use information systems to
reduce delivery times by relying on elec-
tronic, rather than paper, transactions
with our vendors. We will further reduce
delivery times by using commercial prac-
tices, such as contracting with vendors
to provide direct support, and using
faster transportation services to respond
more quickly to customer orders. All of
these steps will enable us to meet our
customers' needs more rapidly, improv-
ing military readiness, while reducing
inventory and delivery costs.

Similarly, we will encourage our vendors
to process our orders quicker by adopt-
ing flexible manufacturing practices.

Simplifying Buying of

Goods and Services

OUR THREE-YEAR GOAI

Simplify purchasing and payment
through use of purchase card transac-
tions for 90 percent of all DoD micro-
purchases while reengineering the
processes for requisitioning, funding, and
ordering.

When we buy a product for less than
$2,500, we call it a micropurchase. In
the past, we treated micropurchases like
all other purchases. When we wanted to
order an inexpensive product, we used
a form that required lots of review and
approval. Needless to say, this bureau-
cratic work added significantly to the
real cost of the product and to the time
it took to receive the order.

Today, we don't use this inefficient
process. Instead, we use the Government
Purchase Card in much the same way
the public uses commercial bank credit
cards to purchase items. Our Simplify-
ing Buying of Goods and Services goal
is to increase our use of the Government
Purchase Card for micropurchases, while
making our ordering and buying
processes more efficient and cost effec-
tive.
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The Army estimates that it saves $92 per
transaction when supplies or services
are bought with the Government Pur-
chase Card. It just makes more sense to
spend this money helping our warfight-
ers, rather than on unproductive paper-
work.

TAKING ACTION

We are continuing to remove bureau-
cratic roadblocks to using Government
Purchase Cards for micropurchases ex-
ceptin a few special cases. We are work-
ing to limit these special cases to a bare
minimum.

We are also reorganizing our traditional
requisition and ordering system to match
these new conditions. In 1997 alone, we
used the Government Purchase Card for
5 million contracting micropurchases.
In 1998, we increased that to over 7 mil-
lion.

Educating and Training the

Defense Acquisition Workforce

OUR THREE-YEAR GOAL

Create a world-class learning organiza-
tion by offering 40 or more hours annu-
ally of continuing education and train-
ing to the DoD acquisition-related
workforce.

In the last few years, we have undergone
dramatic changes in how we buy goods
and services. We made these changes to
facilitate better, cheaper, and faster sup-
port to the warfighters.

Many of these changes are based on best
commercial practices. These practices
are often very different from the way we
performed our jobs in the past.

We offer quality education and training
to help our buyers adjust to this new en-
vironment. This education and training
includes not only a description of the
new practices, but also an understand-
ing of why these changes are being made.

To become a better acquisition work-
force, we must continue our training
throughout our careers to ensure that
we stay current with best commercial
and government practices. Only by
continuing our education can we avoid
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creating a new system as rigid as the

old.

TAKING ACTION

We plan to meet our three-year goal of
Educating the Defense Acquisition Work-
Jorce by having our people take a manda-
tory 40 hours of continuing education
annually, or 80 hours over two years.

In the near term, most of this training
will take place in traditional classrooms.
We are, however, rapidly expanding our
use of computing and telecommunica-
tions technology to provide more cost-
effective and timely training via satellite
and the interactive environment of the
Internet.

Our acquisition workforce also now
takes training in other fields to expand
their expertise and certifications. This
opportunity will make them better
rounded in their daily duties, as well as
enhance their job satisfaction.

Fostering Partnership

We are reducing our costs by working
more closely with our customers, the
warfighters, and our local communities!
We are using the savings to buy mod-
ern weapons. We are turning over land
we don't need to local communities and
getting out of the landlord business. We
are using computers to eliminate exces-
sive and time-consuming paper trans-
actions. We are ever mindful of our en-
vironmental trust, and we are improving
where we live and work by reducing the
release of toxic chemicals.

Modernizing Defense

OUR THREE-YEAR GOAI

With no top-line budget change, achieve
annual defense procurement of at least
$54 billion toward a goal of $60 billion
in 2001.

After the Cold War, we decreased de-
fense spending dramatically. This re-
duction was particularly significant in
the buying of new weapons and equip-
ment.

At the time, this made sense because our
inventory of newer weapons was suffi-
cient to meet the needs of our reduced

troop levels. Older weapons and equip-
ment were retired.

Over the intervening years, we further
reduced our budget for buying new
weapons by spending on unplanned
events, such as regional conflicts, peace-
keeping, and humanitarian missions.

Today, our defense inventory is showing
its age with much now needing to be re-
placed. As the level of technology used
by our potential adversaries increases,
we need to continue fielding new
weapons and equipment to maintain our
military edge.

To meet our goal of Modernizing De-
fense, we will increase our annual bud-
get for new weapons and equipment to
at least $54 billion in the year 2000 and
$60 billion by the year 2001. This rep-
resents an increase of almost $10 billion
over the 1997 budget.

TAKING ACTION

We increased procurement funding by
fully implementing the recommenda-
tions of our Quadrennial Defense Re-
view and continuing with the Defense
Reform Initiative. These senior-level re-
views lead us to free more money for
buying new weapons and equipment by:

« better planning for operating and sup-
port costs;

« further cutting our troop levels;

- reforming our business practices; and

- streamlining our acquisition and lo-
gistics workforce.

Due to an emergent need to address
near-term readiness concerns, the De-
partment was only able to budget $53
billion for procurement in the year 2000,
which is just short of the goal. The De-
partment is on target, however, toward
achieving its $60 billion goal ($61.8 bil-
lion is budgeted) in procurement fund-
ing in 2001.

Despite this shortfall, this goal has been
a success story. The Department made
great strides in reducing cost growth in
the operations and maintenance ac-
counts that causes the migration of funds
from investment accounts. Over the pre-



ceding years, the Department has con-
sistently increased procurement fund-
ing such that we can begin moderni-
zation of our operating forces. During
the goal time frame (1997-2000), pro-
curement funding has experienced a real
growth of 15 percent.

Partnering with Communities

OUR THREE-YEAR GOAI

In the spirit of fostering partnerships and
community solutions, DoD will complete
disposal of 50 percent of the surplus prop-
erty baseline and privatize 30,000 hous-
ing units.

We are the nation's largest landlord. We
own hundreds of military facilities and
thousands of apartments and houses in
the United States. Today, we are getting
rid of land we no longer need and are
inviting private companies to build and
operate our housing units. These actions
will save money and rebuild our local
and base communities, while improving
the quality of life for our troops.

On the recommendation of the biparti-
san Base Realignment and Closure Com-
missions (1988 —1995), we are closing
97 major military bases and restructur-
ing 55 major bases. We have already
saved $14 billion from these and related
actions.

We are working closely with local com-
munities to minimize the negative con-
sequences of these closures. We are pro-
viding communities with technical
assistance and grants to help them con-
vert these properties to sources of new
jobs.

We also currently own about 300,000
family apartments and homes in the
United States. More than 60 percent of
these properties need to be renovated or
replaced. We have invited the real estate
industry to apply commercial practices
to improve these properties and help us
in saving the taxpayer some of the $20
billion these repairs would have tradi-
tionally cost.

TAKING ACTION
Selling, leasing, and transferring gov-
ernment real estate isn't easy. We have

By partnering with
our local
communities, we
are reusing excess
government
property more
efficiently,
redeveloping closed
bases as centers
for job creation and
community
activities, and
producing cost
savings that can be
put back into force
modernization and
readiness.

overcome numerous legal, financial, and
environmental hurdles to achieve our
goal of Partnering With Communities.
By partnering with our local communi-
ties, we are reusing excess government
property more efficiently, redeveloping
closed bases as centers for job creation
and community activities, and produc-
ing cost savings that can be put back
into force modernization and readiness.

We are continuing to work with Con-
gress to write new laws to ease this task
in the future. We regularly review past
property transfers to make sure they
worked out right. Moreover, we are reach-
ing out to local communities to hear their
concerns as we strive to reach this goal
in partnership.

Decreasing Paper Transactions

OUR THREE-YEAR GOAI

Decrease paper transactions by 50 per-
cent through Electronic Commerce and
Electronic Data Interchange (EC/EDI).

Industry is rapidly moving away from
paper-based business practices toward
electronic commerce and electronic data
interchange. While we have made some
progress in this area, we are lagging be-
hind industry.

To make up for lost time, we are:

« setting up computer networks for all
our people;

« removing regulations and other bar-
riers to exchanging information elec-
tronically; and

- improving our business practices to
take advantage of information tech-
nology advancements.

The goal of Decreasing Paper Transac-
tions is to accelerate our transition from
paper to electronic transactions. This
will cut down our paperwork and that
required of companies doing business
with us. Paperless transactions will im-
prove efficiency and effectiveness, and
reduce processing times and costs, while
providing more timely insight.

TAKING ACTION

Filling out paperwork required to do
business with us can be burdensome.
Too many forms, redundant questions,
and requests for unnecessary informa-
tion are leading reasons for some of the
frustrations we feel.

The goal of Decreasing Paper Transac-
tions is to:

- limit paperwork;

« provide timely payments;

- minimize repeated requests for the
same information;

+ make DoD information more accessi-
ble through electronic media;

- improve data accuracy; and

+ make communications with industry
easier and faster.

We are continuing on our three-year ef-
fort to increase paperless electronic busi-
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ness transactions and improve business
practices.

To move away from our paper-based sys-
tem, we are capitalizing on electronic
contracting, program management, and
logistics support information. By doing
this, we will reduce the time and cost to
do our job and thereby provide better
support to the warfighters.

The business efficiencies of digital trans-
actions will significantly reduce the total
costs of owning, operating, and main-
taining our weapons and equipment.

We are measuring our progress and
studying additional actions to better sup-
port our customer and save money.

Reducing Toxic Pollution

OUR THREE-YEAR GOAL

Reduce total releases of toxic chemicals
by a further 20 percent.

In 1994, we began to submit annual re-
ports to the Environmental Protection
Agency on our usage of a number of
toxic chemicals. In 1994, we released or
shipped from military bases 10.6 mil-
lion pounds of these chemicals. In 1995,
we reduced these releases and shipments
by 36 percent to 6.7 million pounds. We
did this by adopting a strong pollution
prevention program and reducing pol-
luting activities.

By decreasing these toxic chemicals, we
avoid spending money on extra paper-
work, special handling, and disposal.
Most importantly, we improve the envi-
ronment for everyone. Our Reducing
Toxic Pollution goal is to reduce the use
of toxic chemicals a further 20 percent.

TAKING ACTION

We are finding new products and
processes that do not rely on toxic chem-
icals and are substituting them where
possible.

We are working in partnership with in-
dustry to reduce or eliminate toxic chem-
icals used in manufacturing weapons.
We are making it much easier for the de-
fense industry to find alternatives to
using toxic chemicals.
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We are resizing
our workforce
Lo match our
workload more
efficiently for the
21st century.

Minimizing the use of toxic chemicals
in manufacturing weapons also reduces
the use of toxic chemicals on military
bases that operate, maintain, and repair
the weapons.

DoD Internal Reinvention

We are changing the way we do busi-
ness! We are developing an implemen-
tation strategy to better identify our costs
to specific outputs. We are selling off un-
needed stockpile materials and govern-
ment-owned property, while cutting our
supply inventories to match the current
needs of our warfighters and peace-
keepers. Moreover, we are controlling
cost growth in our major weapons pro-
grams. Our stewardship of defense re-
sources is a public trust. We are tight-
ening our belt to have a lean, empowered
acquisition workforce and an effective
fighting force for the 21st century.

Streamlining Our Workforce

OUR THREE-YEAR GOAI

Eliminate layers of management through
streamlined processes while reducing the
DoD acquisition-related workforce by 15
percent.

Since 1989, we have reduced our acqui-
sition workforce by over 50 percent. We
are Streamlining our organizations fur-
ther and reducing our acquisition man-
power by at least another 15 percent be-
tween 1997 and the year 2000. We are
resizing our workforce to match our
workload more efficiently for the 21st
century.

TAKING ACTION

We cannot accept any inefficiency in our
acquisition workforce when money for
our customer, the warfighter, is tight. We
are reengineering our processes, elimi-
nating redundant work, and simplifying
procedures. We are giving program
teams more responsibility and cutting
unnecessary reviews and oversight.

As a result of these changes, we are less
bureaucratic and more professional, and
we are continuously looking for addi-
tional opportunities to do business bet-
ter, cheaper, and faster with fewer peo-
ple.

Providing Effective Cost Accounting
OUR THREE-YEAR GOAL

Define requirements and establish an im-
plementation plan for a cost accounting
system that provides routine visibility into
weapon system life cycle costs through
activity-based costing and management.
The system must deliver timely, integrated
data for management purposes to per-
mit understanding of total weapon costs,
provide a basis for estimating costs of fu-
ture systems, and feed other tools for life
cycle cost management.

One of the biggest obstacles we face in
controlling and managing the cost of
weapons and equipment for their entire
useful life is the lack of a common, ro-
bust, cost accounting process. Our cur-
rent systems do not communicate with
each other effectively, nor do they add
all of the costs of many activities in a
manner that is most useful to manage-
ment. As a result, they give us only lim-
ited insight into the total cost of buying,
using, maintaining, and disposing of our
inventories.

Our Providing Effective Cost Accounting
goal is to develop a plan for a new, DoD-
wide cost accounting process by the year
2000.

TAKING ACTION

We are working closely with outside con-
sultants to assess current cost account-
ing initiatives. We are talking to our cus-
tomers throughout the DoD to define
common requirements for a new cost
accounting process.



Reducing Excess Inventory

OUR THREE-YEAR GOAL

Dispose of $2.2 billion in excess National
Defense Stockpile inventories and $3 bil-
lion of unneeded government property
while reducing supply inventory by $12
billion.

After the end of the Cold War, we found
ourselves with a huge inventory of ma-
terials and supplies that we no longer
needed. By using up, selling, or other-
wise disposing of this inventory, we are
recovering and reducing costs by billions
of dollars. We will use this money for
military modernization, operations, and
maintenance.

The National Defense Stockpile is a large
inventory of strategic and critical mate-
rials set aside for a national emergency.
The market value of the 1997 stockpile
was $5.3 billion. We can sell or other-
wise dispose of excess inventory after we
receive the proper authority from Con-
gress. By law, however, we must try to
avoid causing undue market disruption.
Our goal is to dispose of $2.2 billion in
excess stockpile inventories by the year
2000.

We are also working to reduce the
amount of DoD property held by de-
fense contractors. We often loan con-
tractors government tooling or equip-

ment to perform defense-unique tasks.
Since the 1980s, the original value of our
property in contractor hands has grown
in spite of repeated efforts to curb
growth. Our goal is to dispose of $3 bil-
lion worth by the year 2000.

Finally, we are looking to Reduce Excess
Inventories to match the current needs
of our reduced troop levels. From a 1989
high valued at $107 billion, we are now
reducing from $68 to $56 billion by
2000.

TAKING ACTION

We are aggressively marketing to sell our
inventory of critical and strategic mate-
rials. We are working closely with Con-
gress and industry to ensure that we re-
ceive a good price for our inventory
without unfairly undermining the com-
mercial market.

In the future, to reduce the amount of
government property held by contrac-
tors, we will rely on commercial suppli-
ers to use their own equipment.

To reduce our excess supply inventory,
we are being more selective in what we
buy and how we buy it. We are improv-
ing equipment reliability, decreasing
order and delivery times, and bypassing
government warehouses.

Minimizing Weapons Cost Growth
OUR THREE-YEAR GOAI

Minimize cost growth in major defense
acquisition programs to no greater than
one percent annually.

Historically, we have overspent our orig-
inal budgets for major new weapons.
Some of this cost growth was necessary
to deal with changes in technology.
Schedule slips and inaccurate estimates
of the original cost have caused addi-
tional cost growth. Our goal is to mini-
mize cost growth during the develop-
ment and production of major new
weapons by achieving greater program
stability.

TAKING ACTION
To control the cost growth we are con-
tinuing to:

* IMONItOr Major weapon programs quar-
terly for cost growth;

- focus on cost growth when making
programming and budgeting deci-
sions; and

+ look closely at how much money pro-
grams are asking for in the program
acquisition process.

We are measuring our progress and
studying additional actions to keep cost
growth below one percent.

DoD EsTABLISHES DEFENSE CONTRACT MANAGEMENT AGENCY

tablishment of the Defense Contract Management

Agency [DCMA] effective March 27, 2000. Establish-
ing the DCMA assigns responsibility for Department of De-
fense contract management to the new agency.

DCMA was formerly the Defense Contract Management
Command [DCMC], a major subordinate command of the
Defense Logistics Agency [DLA].

"Establishing DCMA will allow us to be more respon-
sive to both our military service and defense agency cus-
tomers," said Maj. Gen. Timothy P. Malishenko, DCMA Di-
rector. We're committed to great service, and I expect that
as an agency we will continue to be a catalyst for the suc-
cess of defense acquisition reform."

DCMA will be under the direction and authority of the
Under Secretary of Defense (Acquisition, Technology and

The Department of Defense announced today the es-

Logistics). The agency will consist of all the employees and
resources of the former DCMC, including 12,539 full-time
positions for fiscal 2000 that will be transferred from DLA.

DCMA supervises and administers contracts with the
thousands of suppliers who deliver goods and services to
the military each year. The new agency also is chartered to
streamline and standardize the contracting process.

DLA provides supply, technical, and logistics combat
support to the military services and to federal civilian agen-
cies.

Editor's Note: This information, released April 3, 2000, by
the Office of the Assistant Secretary of Defense for
Public Affairs, is in the public domain at http://www.
defenselink.mil/news on the Internet.
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